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PREFACE. xi

a poor one is to many of our fellow-citizens precisely the differ-
ence between having cloth to make into garments and going
naked ; the difference between having food to cook and going
hungry.

RICHARD T. ELY.

Jouns Hopxins UNIVERSITY,
BaLTiMorE, MD., April 14, 1888.
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4 INTRODUCTION.

definition may be %aid to tell us what taxes ought to be,
rather than what taxes are. As a matter of fact we find
taxes frequently levied not for the necessary expenses of
government, but to provide the means for extravagant and
useless or worse than useless expenditures, while they are
too often laid upon the people not for the sake of the gen-
eral welfare, but to subserve some private end. When we
examine the institutions and the public life of countries like
Turkey and Russia, we at once discover a wide divergence
between the actual practice with respect to taxation and the
requirements of the definition given by Knies.!

Judge Cooley, in his work on “Taxation,” defines taxes
“ as being the enforced proportional contribution of persons
and property levied by the authority of the state for the
support of government and for all public needs.” On the
one hand, this definition fails to include with desirable
precision some ideas which may properly be embraced in a
definition of taxes, and on the other, it does not appear
to be quite accurate. Taxes are not always levied even pro-
fessedly for public needs, unless we go so far as to claim
that every contribution from the public treasury is for a pub-
lic purpose, simply because it has been sanctioned by public
authority. Constitutions at times even make provision for
expenditures in order to meet some private need. Section
9 of Article I. of the constitution of New York provides
that “the assent of two-thirds of the members elected to
each branch of the legislature shall be requisite to every bill
appropriating the public moneys or property for local or pri-
vate purposes.” The constitution of Rhode Island, in sec-
tion 14 of Article IV., contains the same provision.

1 It is proper to say that this definition is taken from the notes on the
lectures by Professor Knies which I made while a student in Heidel-
berg.






























14 INTRODUCTION.

the expensive machinery of government will be placed at his
disposal. Nor can I even urge that I have not received
protection, as a plea for non-payment of taxes. The police
and the fire department may both have failed to protect my
person and my property as they should have done, but that
fact will not be regarded as a justification for a deduction
from the annual tax on my house.! Nor yet can I go before
the courts and urge that as I require no protection from the
state, I should be relieved from taxation. I am not allowed
to undertake to protect my own person in lieu of the pay-
ment of taxes.!

Judge Cooley, after making a concession to the old fiction
of reciprocity in taxation, adds as a justification of taxation,
“ the exclusive sovereignty and jurisdiction of the state over
the persons and property within its territory,”* evidently
feeling the insufficiency of such justification as is “ found in
the reciprocal duties of protection and support” As 1

1 A recent writer well says that the laws of insurance and comtract
do not apply to taxes. When my bouse burns down oc a thief robs me,
1 am not indemnitied out of the pablic treasary.

2 The correct doctrine of taxation is ably stated in the chonoflhe
Massachusetts Commissioners relating to Taxation ™ made in 1§75 “
mhhn-d."npthisqu"nouo;uythesuteforitsapensein
protecting him, and not in any respect as a recompense to the state for
any service in his behalf, but because bis original relations to society
vequire .  All the enjoyments which a man can receive from his
property come from his connection with society.  Cat of from all
social relations & man’s wealth woald be useless 1o him.  In face, there
could be no soch thing as weaith withomt societr. Wealth is what
wmay be exchanged. and requires for 1 verv existence a communmity of
persons with reciprocal wants. ... It s wise and right, therefore, for
an individaal to contribute of his wealth what the true interests of
society require, and this be does. 2ot 25 2 payment for the gins which
society has conferred.™  (Page 10)

$ « Taxation,” page &






























24 INTRODUCTION.

the legislature ; but the general rule holds that a delega-
ted power cannot be delegated by its recipient to others.
Judge Cooley speaks of the power of local political units
as “one clearly defined exception” to the rule which has
existed from time immemorial, and one which as a tradi-
tional right has been tacitly or expressly incorporated in
state constitutions. The power is frequently limited and
regulated both by constitutions and laws. But even with
respect to the local political units, it holds that the dele-
gated power cannot be transferred. Some cities existed
prior to the sovereign states of which they are now part,
and retain such sovereign rights as have not expressly
been taken from them. This is very often the case in
Europe, and is a principle of the law of the cities in Ger-
many.


























































































54 INTRODUCTION.

works and street-car lines. In the financial year 1883-84
the amount of money received from water-works by munici-
pal boroughs was £1,928,585; by urban sanitary districts,
£267,810; by rural sanitary districts, £19,166. From gas-
works the municipal boroughs received £3,056,559; the
urban sanitary districts received £307,489. From tram-
ways the municipal boroughs received £81,980.!

Such data as can be obtained in regard to revenues de-
rived by American states and cities from gainful pursuits
will be given in a subsequent part of this work.

1 From Professor Frank J. Goodnow’s paper on “ Powers of Munici-
palities Respecting Public Works.” Monograph of American Economic
Association, Volume II., No. 6.













































































































































PART IL

TAXATION AS IT IS.








































































































































































EXPERIENCE OF OHIO. 159

partments of Ohio, I said, “ It seems to me, from what you
say, there is not a wealthy man in the state of Ohio who is
not a perjurer.” He replied, “Itis true.” I do not wish to
make any assertion of the kind; I simply quote what I
heard, as an evidence of widespread demoralization.






























EXPERIENCE OF GEORGIA. 169

true value, though I understand that the assessments on
some property in Atlanta were high; yet every one takes
an oath to return property at its true value !

Again I remark that nothing is further from my thoughts
than to make an attack on the people of any state, for I
simply wish to show the natural consequences of our
existing methods of assessing and taxing property.

It is not necessary to add further testimony from Atlanta
and Augusta, as it would be scarcely more than a repetition
of what has already been said.






















































EXPERIENCE OF NEW YORK. 187

that the board of equalization be reconstructed by the addi-
tion of two assessors and by the removal of the other state
officers from the board.!

1 See various annual reports of state assessors, especially that for
1886. See also “Tax Laws of New York,” by W. W. Saxton, New
York, 1880, Chapter I. )























































































216 TAXATION AS IT IS.

dollars. Richmond, Virginia, defrays a considerable portion
of her expenditures from the profits on gas-works.

New York City, like Baltimore, now receives an income
from a portion of gross revenues of street-car lines, and, had
not the people been plundered in a most shameful manner,
New York might probably now defray three-fourths of her
expenses from public property.

























































PART IIL

TAXATION AS IT SHOULD BE.



































































































268 TAXATION AS IT SHOULD BE.

The location of some government buildings in the city of
Toronto, Canada, is about to be changed, and this places
the public in possession of a large tract of land in the city
suitable for building purposes. It is to be hoped that some
such plan as this recommended will be adopted in the dis-
posal of it. If the renting of land by the city of Toronto
to private parties in any way retards improvement, as some
assert, it must be due to defects in the laws, which can readily
be altered. Such reports, however, are to be received with
caution, as they can often be traced to the interested motives
of those who desire to acquire public property.

































NATURAL MONOPOLIES. 279

along the tow-path. If that or any part of the canal is
abandoned, it should be sold at auction for a percentage of
gross revenues. Similar cases will occur in other states.
Charters should always be limited, and right of repurchase
of every natural monopoly at an appraised valuation re-

served.





















286 TAXATION AS IT SHOULD BE.

intoxicating liquors. Its advocates generally claim that it is sinful tc
authorize by law the existence of such a curse as the liquor traffic,
and that to derive profit from it makes the community a partici-
pator in its crime. This is a phase of the subject which it can hardly
be expected that I should treat in a work on taxation. It comes more
properly within the scope of moral science. From a narrow financial
standpoint, high license is an undoubted success. Nevertheless, it
must be confessed that there is reason to look with apprehension upon
the large revenues derived by high license. These are a bribe to the
public. But if the choice is between low license and high license, it
seems to me that high license is the lesser of the two evils.













































































































































TAXING CORPORATIONS. 333

It might be well to add a small income tax, or a tax on
dividends, as in Pennsylvania, in order to compel banks
doing an extraordinarily remunerative business to pay in
proportion to their ability. Any invidious taxation of bank-
ing institutions is bad policy and injurious to the economic
interests of the commonwealth. What has already been
said on the proper treatment of natural monopolies should
be remembered in connection with the matter in this
chapter.


















MISCELLANEOUS PROPERTY. 339

value of his land. The farmer is also benefited in a better
home market for his produce. The merchant is benefited
in larger sales. If the money-lender is benefited at all, his
advantage is not greater than that of other members of the
community.



































































































372 TAXATION AS IT SHOULD BE.

far as taxation is concerned as good opportunities in one
place as in another.

We have in our American commonwealths far better
opportunity to establish a satisfactory system of taxation
than exists in any European state, where tradition, special
privileges, and old customs impose fetters on the freedom of
movement, and there is no reason why Maryland, where the
need of financial reform is generally and keenly felt, should
not strike out boldly and be the state to lead all others in
the establishment of a sound system of taxation.



PART IV.

CONSTITUTIONAL PROVISIONS, STATIS-
TICAL INFORMATION, AND MIS-
CELLANEOUS MATTER.





































































396 CONSTITUTIONAL PROVISIONS.

them, then these franchises shall be sold at public auction
for a period not exceeding twenty-one years; the right to
repurchase the plant at the expiration of the period of the
franchise at its ther value shall be reserved, but nothing
shall ever be paid for the franchise itself, it being a public
grant, the value of which belongs to the public.

THE material presented in the following table and in the remain-
ing pages of this chapter has been taken for the most part from a work
to which reference has already been made, entitled “ American Statute
Law,” by Frederic J. Stimson, published in Boston, 1886. In this
work all constitutional provisions in furce January 1, 1886, in the
various states are given. As few changes have been made in state
constitutions since that date, these same provisions are in force at
present.


























































































































































































































































































REVENUES AND EXPENDITURES. 487
sTATR® | couwty RATE PER $1,000.

T TAX. TAX. TV TAX: | TOTAL TAX. STATE. [COUNTY.| CITY.
1879 1$206,370 |$369,200 | $6,916,940 (87,492,5100.20 | $0.46 | $11.84
1880 | 619,110 260,000 | 8,587,786 | 9,466,896/ 0.86 | 0.27 | 14.07
1881 | 619,110 260,000| 8,173,282( 9,052,392 0.81 | 0.25 | 12.84
1882 | 825,480| 291,200 8,798,073 9,914,753| 1.12 | 0.29 | 13.69
1883 | 578,055] 291,200 | 8,778,556 | 9,647,811 0.72 [ 0.28 | 13.59
1884 | 770,740 301,600 | 10,216,029 |11,288,369| 1.00 [ 0.29 | 15.71
1885 | 578,055 | 301,600| 7,814,092 | 8,693,747| 0.71 | 0.27 | 11.82
1886 | 555,870] 386,568 7,897,240 8,839,678| 0.65 | 040 | 11.65


































Iv.

RATES OF TAXATION

I. TABLE SHOWING RATE OF TAXATION IN CENTS PER $100, IN THE
VARIOUS STATES FOR 1887.3

Alabama . . . . . . 5§ Mississippi . . . . . . 35
Arkansas . . . . . . 40 Missouri . . . . . . 40
California . . . . . . 56 Nebraska . . . . . . 81}
Colorado . . . . . . 55 Nevada. . . . . . . 9o
Connecticat . . . . . 12} | New Hampshire . . . . 19
Delaware®3 . ., . . . . — New Jersey . . . . . 258
Florida . . . . . . . 40 NewYork . . . . . . 27
Georgia. . . . . . . 35 North Carolina . . . . 37}
Ilinois . . . . . . . 35 Ohio. . . . . . . . 29

Indiapa. . . . . . . 12 Oregon . . . . . . . 31
Iowa. . . . . . . . 25 Pennsylvania . . . . . 30
Kansas . . . . . . . 41 Rhode Island . . . . . 12
Kentucky . . . . . . 47} | South Carolina . . . . 42}
Louisiana . . . . . . 60 Tennessee . . . . . . 30

Maine . . . . . . . 27} | Texas . . . . . . . 374
Maryland . . . . . . 174 | Vermont . . . . . . 10
Massachusetts. . . . . 8} Virginia. . . . . . . 40
Michigan . . . . . . 12} West Virginia. . . . . 35
Minnesota . . . . . . 13 Wisconsin . . . . . . 15}

1 The reader should not attribute too much significance to these rates. A rate of
18 cents on the $100 in one state may be really a higher rate of taxation than a
rate of 25 cents in her state. It depends upon the way property is valued. 1
have no doubt that our Baltimore rate of taxation for state and cny of $z o078 is
higher than $2.18 in New York City, b the Baltimore 1 is so
much nearer the true valuation.

2 The rate, as found in the latest report received, has been gwcn in most instances
for 1887. If the above are not consistent with the p ding iled itis
because later reports have been found regarding lhu point.

3 There is no state tax on property.




RATES OF TAXATION.
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2. SCHEDULE SHOWING THE RATE OF STATE TAX ON EACH DOLLAR

OF THE AGGREGATE VALUATIONS OF PROPERTY FROM

INCLUSIVE, IN THE STATE OF NEW YORK.!

1816
1817
1818
1819
1820
1821
1822
1823
1824
1825
1826
1842
1843
1844
1845
1846
1847
1848
1849

MILLS

1850
1851
1852
1853
1854
1855
1856
1857
1858
1859
1860
1861
1862
1863
1864
1865
1866
1867
1868

- e e e = GNN

-
- aips

e

MILLS

']
)
%
I
3
1}
1}
3
2}
2}
38
3
41

5
5%
433
57
73
5%

1869 .
1870 .
1871 .
1872 .
1873 .
1874 .
1875 .
1876 .
1877 .
1878 .
1879 .
1880 .
1881 .
1882 .
1883 .
1884 .
1885 .
1886 .
1887 .

1 From Comptroller’s Report for 1887,

1816 TO 1887,

. .6



V.

VALUATIONS OF REAL AND PERSONAL PROPERTY.

I. TABLE

Showing the proportions which real and persomal property bear to
the total assessed valuation in the United States and in eack of
the geographical sections

PERSONAL

REAL ESTATE. PROPERTY. AGGREGATER.
United Scates . . 7713 22.87 100
New England States 71.50 28.50 100
Middle States . 86.60 13.40 100
Southern States. . 70.77 29.23 100
Western States . 74.09 25.91 100
Territories . . . 46.81 §3.19 100

1 Census Report for 1880. Volume VII., page 17.
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2. TABLE

Showing assessed valuation of real estate and personal property in
the years 1860, 1870, 1880, together with percentage of increase
and decreaseld

Cl
ASSESSED VALUA- ASSESSED VALUA- ¢ E % %
YRAR. TION OF -noxLor ~ Ba
REAL ESTATE. PERSONAL FRO| zZ it d
ERTY. zp Bk
|
<< £ E
S ik
I | cemt.  cent.

1860 136.973,006,049 ‘35,111,553,956 B
1870  9,914,780,825 | 4204,205,907 42 16 ... ...
1880 13,036,766,925  3,866,226,618 31 9 87 24

1 Taken from the Census Report for 1880, Volume VII., page g.
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present, 209; in Georgia, 210; in.
Kentucky, 211,

Productive property, revenues from, in !
South Carolina, 213; in New York,!
214; in Georgia, 214 ; in Iliinois, 214; !
in Massachusetts, 214. See also do- |
mains, forests, gas-works, water-|
works, ctc.; also statistics concern- |
ing states and cities, I

Progressive taxes, 77. Sec also under |
Income, 30s. :

Property taxes, 71; classes of. 72; in |
colonial days, 72; rcason for equality l
in, 139. Sce also Personal and Real. |

Proportional taxes, 77. Sce also under :
Income, 305.

Providence, valuation of property, tax-
aticn, etc., of, 493.

Prussia, water-works and gas-works of,
53; cost of collection of taxes in, go;
decentralization of administration in,
255, nole.

Q.
Qucbec, quarterly payments of taxes in,
359-
Quit-rents, 112,
R.

Railroads, taxation of, in Germany,
s1; in Wisconsin, 170; remarks on’
taxation of, 324; gross, not net, reve- !
nues to be taxes, 324; recommenda-
tions of Maryland Tax Commission
concerning taxation of, 323; taxa-
tion of, in Vermont, 326; in Missis-
sippi, 327; valuation of property of, |
502.

Ruates of taxation in transition period,
140; at present, 496. See also sta-
tistics of states.

by, 65.
Record and Guide quoted, 492.
Real estate, in New York, 176; taxation

of, in Ohio, 248; reasons for taxa- . Savings banks, taxation of, 340.

INDEX.

. Salt springs of New York, 466.
Rau, Professor, classification of taxes | Savinnah, taxation of real and per

tion of, 246; exemption of
state taxation favored, a51; filw)
in equalization of state taxes coml|
estate, 251; plan for securing m|
of income from taxation of, to s®
and citics, 264 ; valuation of, in s
500; in cities, 480. See also L
Property, and Personal Props
and statistics of states and cities.

Real taxes, 71.

Receipts, see Revenues; also Expend
tures.

Referendum, 353.

Regalia, 32.

Regressive taxes, 77.

Reitzenstein, Baros von, quoted, 131

Rents, tax on, 310.

Revenues of the state in the Middk
Ages, 30, 40; sources of, at prem
other than taxation, 47; from &
mains and forests, 49, s0; fom
gainful pursuits, so; from
tive property, 213, 214.

Revenues and expenditures, of st
407; tabular statement of, opp. 3%
of territories, 454 ; of cities, 469; tb
ular statement of, 478.

Rhode Island, early taxation in, 44,15
1415 in 1796, 119, 121, 123, 123, 1¥:
gencral statistics of, 443. See a®
tables of revenues and expenditure,
valuations of property, rates of s
ation, and debts,

Road tax, 209.

Rogers, Thorold, quoted on taxanos,
18.

Rome, taxation in, 28, 29,

Roscher, 36, 49, 53, 60, 85, 88, 90.

S.

sonal in, 166-168; liquor licenses in,

203; plan of dispusing of real estat
in, 264.
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